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REMARKS The agenda for Frlday s Cablnet"Ir'J.me 13 as follows'

_l PM -2 PM S Full Cablnet - Budget Rev:.ew S - -

2 PM - 2:30 PM CCC'I‘ 1) Research & Development (paper attached) o

e ,2) DISC Alternatlve - Treasury is developlng a
: .paper to be dlstrlbuted

Becky Nortan Dunlop
-Director, Oﬁice of.:
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}‘-In add:.tlon, high—technology is: essentlal,to
our’ defense;’ traditionally offering us the means: to -
countexr the numerlcalwsuperlorlty;of,Sov1et,forces.

hlgh-technology manufacturlng proéesses challenges ‘our
leadership.’ - The most serious threat comes from Japan,"
whe:e h:.gh-technology products and prccesses have fueled
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and*development (R&D) enterprlse is an lmportant 1nd1cator IR
~of the future competitiveness of our high-technology U
Lndustrles, Not to be overlooked is the rapid improvement

in: 50v1et.mllltary'technology, challenglng U.S.. m;lltary
capabrl;ty*one < d :

" overall. u.s. leadership. lnl
he-total 1nvestment¥ ]

fchanglng*rapldly; 1n.response to’the new. competlt;ve :

challenge. Although federal, non-military R&D has not

- been. keeping pace: w1th>1nflatlon, industrial R&D has. - o

beenfgrow1ng'rap1dly, ‘nearly l6%:ifor all U.S.. lndustrles» -

in~1981,.:imn’ spite of- the' economic: cllmatereéln-addltlon,

‘military - RsD has.‘grown - substantially under- the Reagan:

Admlnlstratlon, benefiting U.S. industry.: The growth

-in industrial R&D, prompted by the intense international -

competltlon, ~began before the Reagan.Admlnlstratlon and

. continues: to grow even more rapidly. .But to better~':

understand’ the-overall positioniof the ' U.S.-in: R&D;"

~1s necessary to - take a carefulglook at: the. nature*
its-strengths as well as its weaknesses.

TU.S.‘Research«eﬂd beveiopmeﬁt

fy«,Research and development span ba51c research,-
pursult,of new knowledge, to development and demonstratlon,
‘the:pursuit of.new products and new manufacturing. processes
‘Basiciresearc ~has traditionally:been supported: . almost ...+’
entirely by.the- federal government whereas development and .
-demonstration:are- largely the ‘purview of 1ndustry, exceptj*
where the. government is the customer,:-as’in defense. .
Between ‘basic research and development lies: applied- research
an: arearwhose :support is shared by government. and industry.
The’ development'of modern electronics. may serve'to exempllfy
these essential“distinctions.:" -~ Breakthroughs in: -the funda—~
mental'understandlng ofithe nature of solids,. and.seml-
conductlng -metals:in partlcular, occurred through-

’ederally funded ba51c researc
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at Bell ‘Laboratories, of the I
In turn, thls application of knowledge to -
*;echnclogy led to: ‘the- computer as well as-a vast

ot*hlgh—technoloqr

a3 2,

'an:;techﬁologymdependenﬁ-Lndustrles was dlscovered 1n th

oo
asery

-nwﬁ%stxmony;teﬁUZSi,pxeemlnence

i e ' But,our"competltors have—become better ‘and.::
betterrat 1ntroduc1ng»the fruits:of. newﬂkncwledge -to- the
marketplace . and; perhaps: even more important, in improving
‘the: product.and the processes for’manufacturlng“lt - In

LI E todayrour source.of'new knowledge remains’ strong~
ut our'abllltymto apply it challenged -then what avenues
for improvement. are: available? . The Cabinet Council on-: ..::
ommerce” and: Trade-is- examlnlng'trade policy, tax pollcy,
and anti-trust‘and. patent. p011c1es to identify unilateral.
urdens;,: if ‘they exist, as well ‘as” potential ‘federal >
timuli to-‘increased private sector investment in“RsD.
In partlcular, ooperatlve industrial R&D. ventures may
1 eless” constralned to permlt dlverser S.

'”5lpartnersh1ps.~ Tax 1ncent1ves, lntroduced under the
.Economlc Recovery .Tax Act.. (ERTA) have proved to beneflt

.needsfcareful,scrutlny. ‘In thelpost-Sputnlk era.” :
'federal R&D., 1pvestment grew markedly but its. ablllty to“

¥ LRy i 3£ .. ;éi A A T b R e :
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psupported‘falent:and faciiiﬁigs must'be‘aecomplishedfin
;orde:'to meet-the neW'challenges to our Lndustry and

-the- first half of the Reagan Administration,”
act;o ‘was: taken;to -encourage -industrial R&D,. e. g-. the

: closel ‘with 1ndustry’1n ‘directing: auézearrylng-ou
. create-:stronger: industry-
-and. tomforce reseaxch ln”

«The#objectlvewhas*been toxadd: the'"pull“ ‘of" lndustry to
. the' pushf’of‘goveznment.‘fThexe exists strong ev1dence
o i fd i ”that,thls~movement.;s acceleratlng-? For example,
. -7 industrial investment in academic . research will llkely y
qdouble.Ln 1982 and. 1983 over previous years.  In addltlon1-“
t 'better'dlrectlon,athe:Reagan ‘Administration has. soughﬁ;
“to:emphaSLze baszc~research, the source: of new knowledge.
~as well-as: new-engineers-.and scientists,’while reducxng .
‘government: involvement 1n4the.marketplace through - i
. development: and demonstration activities, such as.ln,%
synthetlc fuel demonstratlon.plants "

s:the FY-84". federal- budget evolves, the pressing
questlou pertaining-to: the allocation of funds to- R&D
is whether existing policy should be malntalned,

accelerated, or:altered to respond. to new. public empha51s
on R&D; i as. espoused by ‘the "Atari Democrats,"” who .
suggest massive increases in federal R&D’ to support
eonomic growth and new jobs..

SN

%The .S ~R&D enterprlse]leads~thexworld_1nrboth
' but thls 1eadersh1p ls fac1ng a,

stimulate more - prlvate sector investment in R&D. :U. S.;q
industrial-investment in.R&D is growing rapidly,- nearly
16% in:-1981,. and exceeded the federal . investment for':
in-1980. -Efforts to-direct-the federal
O serve better'the long-term” needs.of




ALY 'x'.uﬁ.izt.;?’* 3

Approved For Release ‘2009/04/01 CIA RDP83M00914R00230"0010009 1

3been placed upon basmc'research, the source of newvi’
‘knowledge and new talent, while funds for near-term
development and demonstration, where industry's SR
. investment. is expanding rapidly, has been diminished.
- While basic and defense related research has been.
- increasing modestly,. the overall federal 1nvestment ln
“Vﬂnonemllltaxy~R&D ‘has: been decreasing relative to- o
- . inflation.: Although demands of the market appear'tc be .
'st;mula;;ng .applied research and development in-U.S..-
industry;¥basiciresearchiremains:nearly totally- ‘in:the
hands: of the: federal: gcvernment.e This. traditional.; - .
'bast;onjofithe'ﬂ"s; RsD ‘enterprise, consuming slightly
' 5the«total fedezal anestment.xn.ncn«

- . The baszc,ontlons that are under con31deratlon durlng };}j"ixf
"“preparatlon of: thejFY~84 budget wzll.lnclude.‘v ST

Malntalnlng modest growth.ln bas;c research,
‘. while continuing to reduce support for - .
. development and near-term applied research
ﬁqact1v1t1es- Sl e e e R

f{Introduczng substant1al lncreases (5—10% :
real: growth) in basic research, empha5121ng
“those disciplines most likely to benefit -
- industry and defense as well as the tralnlng
" of new scientists and engineers, while
. continuing to reduce support for development
rf,'and near-term applled research.~;:

iSubstantlally 1ncrea51ng all c1v111an R&D,
.encompassing basic and applied research as _ -
well as development, to assist U.S. 1ndustry
.'in meeting the challenge from abroad 1n PR

hlgh—technology,.~ o -
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